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Objective Federal Milk Marketing Order Regulation

ODbjectivels to create market conditions that

will ensure:

1. orderly marketing activity; markets that function
smoothly, predictably, and at a reasonable cost

2. price stabllity (or Is it reduce uncertainty?)
—p 3. RSIldz SO FTYR ¢6K2f Saz2yYySsS adz
4. equitable returns to farmers
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FMMO 1 Pool Suppi¥roducers

Table A33. Order No. 16 Number of Producers, by State, For the Year* Other
NE Other
CT DE ME MD MA NH NJ NY PA VT VA WV  States States***
2021 averaged number for the year
71 Hif 177 259 78 72 ## 3,217 3,924 520 ## ## 492
Table A32. Order No. 16 Milk Production, by State, For the Year* Other
NE Other
CT DE ME MD MA NH NJ NY PA VT VA WV  States**States***
2021 million pounds
418.7 ##  557.2 7224 177.3 210.2 ## 13,981.9 8,117.1 2,532.8 ## #H# 327.7

Northeast Milk Marketing Area Statistical Handbook, January 2808sent

TOTALS
8,810

27,045




FMM Order Monthly Pool (and Price) Calculatio

1

Milk Handlers, Pool Plants Report

/ \

Producer Classified
Recelpts Milk Use




Federal Milk Market One
Pool, July 2022

Northeas t Marketi ng Are.

JULY 2022
POOL PRICE ANNOUNCEMENT
Producer Milk Percent Pounds
Class | 26.9 615,863,018
Class I 243 556,310,773
Class llI 30.1 687,108,621
Class IV 18.7 427,167,127

Total Producer Milk 100.0 2,286,449,539




FMMO Pool Price Calculation

A Objective

APricing formula
AWhat are the criteria

A
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A

ow Is the price calculated
Oow are proceeds paid and collected
ow do farmers get paid theooled Minimum Price
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ODbjectivels to create market conditions that

will ensure:

1. orderly marketing activity; markets that function
smoothly, predictably, and at a reasonable cost

2. price stabllity (or Is it reduce uncertainty?)
—p 3. RSIldz SO FTYR 6K2f Saz2yYS
4. equitable returns to farmers
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Criteriac FMMO Requlation

7 U.S.C5608c(18)

The Secretary of Agricultureprior to prescribing any term in any

marketing agreement or order, or amendment thereto, relating to
milk or its products, if such term is to fix minimum prices to be paid to
producers or associations of producers, or prior to modifying the
price fixed in any such termshall ascertain the parity prices of such
commodities. The pricewhich it is declared to be the policy of
Congress to establish in Section 602 of this title shall, for the purposes
of such agreement, order, or amendmebg adjusted to reflect the
orice of feeds, the available supplies of feeds, and other economic
conditions which affect market supply and demand for milk or its
products in the marketing aredo which the contemplated marketing
agreement, order or amendment relates




(18) Milk Prices.

Whenever the Secretary findsipon the basis of the evidence adduce
at the hearing required by section 608b of this title or this section, as
the case may be, thahe parity prices of such commodities are not
reasonable in view of the price of feeds, the available supplies of
feeds, and other economic conditions which affect market supply ar
demand for milk and its products in the marketing aréa which the
contemplated agreement, order, or amendment relatee,shall fix suct
prices as he finds will reflect such factoigsure a sufficient guantity
of pure and wholesome milko meet current needs and further to
assure a level of farm income adequate to maintain productive
capacity sufficient to meet anticipated future neegand be Iin the
public interest Thereafter, as the Secretary finds necessary on account
of changed circumstances, he shall, after due notice and opportunity for
hearing, make adjustments in such prices.

Q

d

—
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Producer Price Calculation

Characteristics of Producer “Uniform” (Blend) Prices

1.

Minimums that Handlers must pay to their supplier — an
individual farmer or a cooperative. These set the
bottom, market sets the top

Weighted average of Class prices, with some small
adjustments

Component based — 3 or 2 component model,
depending on the importance of protein to milk buyers

Timing: a partial advance payment is made early in the
month, but final payment is not made until about half-
way through the following month. It takes time to
calculate.

Location: Prices are typically adjusted for location
Source: A. Novakovic

49 Dyson | College of Agriculture and Life Sciences | Cornell SC Johnson College of Business



Northeas t Marketi ng Area July 2022

JULY 2022
POOL PRICE ANNOUNCEMENT

Producer Milk Percent Pounds Minimum Class Price
Class | 26.9 615,863,018 $29.12
Class Il 243 556,310,773 26.66
Class Ill 30.1 687,108,621 22.52
Class IV 18.7 427,167,127 25.79
Total Producer Milk 100.0 2,286,449,539 Total Pool Value $428,136,618.57

Computation of Uniform Price (per cwt @ Suffolk County, MA)

Component Prices

Producer Price Differential $3.84
Class lll Price (@ 3.5% Butterfat) $22.52
Statistical Uniform Price (@ 3.5% Butterfat) $26.36
Statistical Uniform Price (@ Average Pool Component Tests) $27.89

Butterfat Price $3.3600 /Ib
Protein Price 2.9116 /Ib
Other Solids Price 0.3596 /Ib
Nonfat Solids Price 1.6160 /Ib

Note: component averages 3.89% fat, 3.06% protein, 5.77% other solids

515) Dyson | College of Agriculture and Life Sciences | Cornell SC Johnson College of Busin ess

18



How Are Proceeds paid and Collected

Equalization Pool

Market Administrator calculates pool ’l\/larket Administrator

PPD; invoices handlers for payments i handlers receive

to equalization pool equalizing payments
for producer pricing

Handlers make
individual payments
to producers based

on component

values
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Example Farm Milk Price
 Located in Addison County, Vermont

* Marketed 400,000 Ibs (4000 cwt) of 4.0% butterfat
and 3.05% protein milk in July 2022

4.0%
butterfat

3.05%
protein

5.7% other
solids

PPD

Butterfat price 16,000 Ibs $53,760
$3.36/Ib
Protein price 12,200 Ibs $35,502
$2.91/Ib
Other solids price 22,800 Ibs $8,208
$0.36/Ib

Total component $97,470

value ($24.36/cwt)

$2.60/cwt 4000 cwt $10,400

Federal Order Milk Value = $107,870/4000 cwt = $26.97/cwt

57 Dyson | College of Agriculture and Life Sciences | Cornell SC Johnson College of Business
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Statistical Uniform Price, 20Q42022 (May)

$25.31 (May)
26.00

24.00
22.00
20.00
18.00
16.00
14.00
12.00

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Avg = $17.64

Avg 2015 2021 = $17.10

—3Jatigical Uniform Price  ——S8atigical Uniform Average

NE Stat Handbook Al12
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